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1. Call to Order

by €. H. Murphy, Jr., Chairman,

National Petroleum Council

2.  Remarks of the Hon. Charles W. Duncan, Jr.,
Secretary of Energy

3, Reports of the Committees of the NPC:

a, Committee

on Materials and Manpower

Requirements. C. John Miller, Vice Chairman

b. Committee
Report).

c¢. Committee

on Refinery Flexibility (Interim
Jerry McAfee, Chairman

on U.S. Petroleum Inventories, and

Storage and Transportation Capacities.

Robert V.

d. Committee
(Progress
Chairman,

4., Consideration

a. Report of

Kenneth E.

b. Announcement of retirement of J. Carter Perkins
as Executive Director of NPC, and the appoint-
ment of Marshall Nichols as Executive Director,

Sellers, Chairman

on Unconventional Gas Sources
Report). Richard F. Nelson,
Coordinating Subcommittee

of Administrative Matters:

the Finance Committee.
Montague, Chairman

National Petroleum Council
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PROCEEDINGS

CHAIRMAN MURPHY: Good morning, Ladies and Gentlemen.

The Seventy-eighth Meeting of the National Petroleum Council
will please come to order.

You have before you -a copy of this morning's agenda.
You'll note that we have a lot of paper before us. These are
the results of the studies requested by the Secretary. I can
see from looking around the room that we have a good -turnout
and in respect to the Secretary’s and everyone's time, we'll
dispense with the calling of the role, and the record will
simply reflect the chgck—in there, |

I1f you didn't check in, please notify a member of

‘the staff of your presence.

We do have a new member--the Honorable Peter
MacDonald, Chairman of the Council of Energy Resource Tribes.

And I would ask Mr. MacDonald to be recognized. Welcome to

the Council, Mr. MacDonald, and we look forward to working with

you.

In respect to the Secretary's time, who has several
members of the leadership waiting for him at this moment on
the Hill, we'll do other introductions in just a bit and I'll
proceed directly to the Secretary himself.

You have seen the dossier on Secretary Duncan. He
has a distinguished record. He is a graduate of Rice Uni-

versity, did graduate work at the University of Texas, came
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into the family business--the Duncan Coffee Company. After a

time this was merged into the Coca Cola Company and he rose to

senior positions in Coca Cola, and withdrew as president of

Coca Cola some years ago to feturn to Houston. He was appointe
to Deputy in the Department of Defense and made great contri-
butions there, and as you know,Zin recent months was asked by
the President to take over this key and vital role in our
government. So much for the record.

Now, I happmwdfuibEjm.the office of dear ol' Sam
Israel, the coffee baron of New Orleans when word came through
on the broad tape of Charles Duncan's appointment. Sam's
secretary handed this to him and he turned and showed it to me
and he turned to me and said, ncharlie, do you know this
fellow?" I said, "No, 1 don't."  And he says, '"Well, I do.
And I just want to tell you something. He is able and he's
honest." 1 suggest to you, Ladies and Gentlemen, those are
the requisites. The Honorable Charles Duncan, Secretary of
Energy.

SECRETARY DUNCAN: Thank you very much for that
introduction, which was a little bit too generous. I'm glad
to be here this morning and to have a chance to talk with you
because the National Petroleum Council, or the NPC as I'll be
calling it, is not only a committee with a history of sub-
stantial contribution to government energy policy, but it's a

committee of particular importance to the Department of Energy
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at this time.

" When I first became the Secretary of Energy, in fact,
even before I became the Secretary of Energy, and when I was
moving through the period of transition, I had an opportunity
to review a great many documents pertaining to energy matters.
And I couldn't help but notice the frequent citation of the NPC
as a source of reference. Your study on Enhanced 0il Recovery
was a primary reference document in the DOE Commercialization
Program that has been developed recently. The NPC study on
Strategic Storage provides the reference basis for the
Strategic Petroleum Reserve Plan. I've just had a discussion
of this again in the last few months.

These réborts are of value not only to the public
sector, but also to the private sector.

- Members of my staff are presently evaluating the need
of NPC assistance in studying two very timely topics--artic oil
and gas development and exploration, and development in deep
ocean waters. As you know better than I, the potential that we
have for significant additional and gas production from tradi-
tiomal producing areas in the Unifed States is limited at best.
The record drilling activity that we have seen today, the
record in the sense of the past few years, is not going to
reverse the decline in production in the LoweT 48 States., I
hope we can arrest that decline, but I've heard from many

sources that we should not expect to really get any significant
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increases in production in the Lower 48. I'm aware that there
is a divergence of view on that.

But whether this reversal occurs oTr not, there 1is
significant potential for 0il and gas production in the remote,
untested frontier areas. There are, of courée, many technical
and environmental problems to be dealt with in the frontier
areas, and I may at some point in the near future make a
specific request to the NPC to provide an industry perspective
on some of these issues.

The former Secretary, Jim Schlesinger, requested the
NPC on June 20, 1978 to conduct four specific studies. The
purpose of the meeting today is to receive final reports
regarding two of these--The Committee op-Materials and Manpower
Requirements, and the Committee on U.S. Petroleum Inventories
and Storage and Transportation Capacities. I'm told that there
will also be progress reports that will be presented to this
meeting for the studies on Refinery Flexibility and also
Production Potential from Unconventional Gas Sources.

The DOE is looking forward to receiving this informa-
tion. We thank you for your efforts; they're very important.
One thing I said this morning that I want to be doing is to be
looking at the inventory of work you have done with the view
that we could benefit from the updating of some of that. 1I'l1
be talking'to the Chairman about that in the next several weeks)

1'd like to take a few minutes this morning to talk
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abouf the energy proBlem and to put it in perspective as I

see it. We're faced with a potential crisis that in my judg-
ment is more complicated than any situation this nation has
ever faced in peacetime. We're in a time of transition from a
social and economic infrastructure that has been built for
ﬁearly a century on the premise of cheap, easy, accessible
energy, particularly.petroleum——a premise that unfortunately 1is
no longer applicable.

We've got to face the issue squarely. Are we going
to manage this transition or are we going to respond to a
series of crises and then return to COmplacency in between
these crises? There's no choice. We've got to manage this
transition or this transition is going to manage us. If we
don't manage it, we will be doing a disservice . not cnly to
future generations of Americans but to ourselves as well.
That's why the President has put forward the most comprehensive
energy program that this nation has ever seéen. It takes a
broad plan like this. to move this nation forward to an energy
diversified Twenty-first Century.

This is not just an American problem. It's a world-
wide problem. And it's-a serious_concern to the industrialized
nations and developing nations alike.

This week in Paris, day before yesterday, the-
International Energy Agency, which is, as you know, a group of

70 of the leading industrialized nations of the world, took
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the unprecedented step of binding national ceilings for imports
of foreign oil for 1980 and putting in place a mechanism to
monitor national oil supplies and each nation's performance in
staying within its ceiling. As a result, these countries
will be able in the future to-move rapidly to adjust their
ceilings and take the necessary actions individually to conform
0il imports to oil availability. We plan to meet again in the
first 90 days of 1980 to assess the supply and import ceiling
balance and to make any adjustments that might be necessary.
This action by the IEA underscores the concern of
the member countries about the disarray in the national oil
market‘and the international oil market, and their awareness
that the consuming countries must act individually and collec-
tively to adjust their demand to meet the inevitably shrinking
supply of liquid petroleum.

‘We're already seeing in this country signs of recog-
nition of the reality of the problem. The sudden realization
that potential oil shortages were to be a way of life in this
country was shocking and perhaps even frightening to many

Americans. But perhaps that was necessary. Perhaps that con-

tributed to our getting the movement that we're now seelng on

some of these programs.
It's encouraging to me, however, that as in the past
the American people 1n every area and in every level of

appear today to be gradually building a consensus about how to
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“our very beginning, we've been a nation on the move, a nation

reserves of oil in the United States. The Alaskan North Slope

use the vast energy resources that we have here at home. From

in transition. We have not been static technically, indus-
trially, socially, or economically. Much of our history has
been built on creative transition. We're no strangers to the
challenges and the opportunities of new circumstances; we
thrive on them. The traﬁsition from an oil dependent economy
to an 0il diversified economy is no more insurmountable chal-
lenge than so many challenges we have faced successfully in the
past. In my judgment, we're moving nositively now, examining
every aspect of the way we use énergy-—in our urban planning,
mass transit, automobile design, energy productivity and
industry, architecture, building codes--in broadening our scope
in the search for neﬁ energy-sources.

I think there is a growing consensus on the need to
provide economic.incentives to increase oil and gas exploration

and production in this country. We still have substantial

and some of our offshore developments are examples. of récently
found reserves. We also can get more from our existing wells
by stripping them of oil that formerly was not economical to
produce be;ause of the high cost involved.- Enhanced recovery
techniques, chemical flooding, gas injections and steam flood-
ing need to be used to the maximum extent possible.

The President is phasing out crude oil controls. The
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only widely used products still under control are gasoline,
butane, and propaﬁe. That is, not under contrel or in some
phase of decontrol. [t's my judgment and that of the President
that eventually these controls must be removed as well, and
that market forces must be allowed to price and allocate these.

products. Perpetuating an 0il pricing policy under which

domestic oil prices are held below world prices encourages

wasteful oil consumption, discourages development of our oil
reserves, and the development of alternative energy sources.
And it worsens an excessive dependence on foreign energ
imports from.pdtentially insecure sources.

Hardheaded economics, therefore, calls for an energy
policy under which domestic oil prices are allowed to rise to
world levels on a scheduled basis.

- This country nust and will make greater use of our
vast coal resources. We are accelerating the conversion of
electric Utilities from oil to coal. We'll examine and develop
methods for burning coal directly that will be compatible with
our envirommental objectives. We will eventualiy liquefy and
gasify coal so that we can use it in these forms in an
environmentally a;ceptable way.

Wie expect the obstacles facing oil shale development
to be overcome in time, and ﬁe look to the development of our
shale oil, tar sands and other heavy oil resources.

There clearly is a growing consensus among the
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American people about the need to stop ﬁasting the fuel that we
use. We currently import about 8 million barrels of oll every
day. A great percentage of that, unfortunately, is simply
wasted through inefficient heating, inefficient insulation,

the use of inefficient automobiles, inefficient appliances.

We have got to use energy more efficiently.

United States industry has led the way since the
fifst great oil crisis, the embargo of 1973, and has cut its
energy consumption dramaticaily. We've been able, in fact, to
break the historical link, the historic correlation between
economic growth and growth in energy consumption. The gross
national product from 1974 to 1978 was up at a rate of 3.5 per-

cent annualiy.  Energy consumption in the same period grew

only 1.9 percent.

Our'energy consumptieon in the industrialrsector has
actually.gone down. The energy savings innovations and
industrial processes have been introduced by business because
they make good Business sense. The American consumer and the
American public, faced with rising energy costs, are beginning
to take these same actions individually.

We are,.in summary, a nation that is Tich in energy
resources, and rich in the skills needed to develop those
resources. There is a national will to build an energetic
America on the strength of our huge but so far barely tapped

energy resources. The CongTess is now moving to provide the

Acme Reporting Company

mprer) @m0 a®OO




| S

10

11

12

13

i4

15

16

17

18

19

20

21

22

12

means for us to get the job domne. -

There is an appropriate role here for the federai
government, rIt's one of direction, management, and fhe alloca-
tion of federal resources and a bringing together of these
various elements that I've been discussing. The Department of
Energy or the federal government, however, should not be in the
energy business. The private sector haé the strength, the
technology, the skills, the management, and the marketing
expertise to do this job. No one in the federal government OT
any gqvernment agency, for that matter, can do it better than
the private sector can. |

One thing the federal government can provide 1is
leadership. For example, responsible 1eadership is needed in
maintainiug.a clean envirénment. The federal government also
has to provide a way to cut through the morass of regulation
and red tape that has grown up over the last 15 years as we
have tried to jerry-rig a procedural system to protect our
environment. . That's the role of the Energy Mobilization Board
which the President has requested and which the Congress is
now moving in conference to approve.

Second, after we take care -of environmental concermns,
we've got to prgvide appropriaté incentives‘fér private enter-
prise to undertake the huge task, the huge investments, the
Significant risks in front of us during this tramsition period.

We meed tax credits, for example, for those who are successful
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3 mechanism like the Energy Security Corporation we can reach

the remarkable research and development capacity, the remarkablle

in developing oil shale processes so that their oil can compete
with crude oil from other sources. We need loan guarantees ‘
and price guarantees sO that ghose companies who invest billions
of dollars in coal and oil synthetics can get the capital that
they need from private sOurces. This‘is the reason that the
Energy Security Corporation is a vital component of .a long-
term energy progfamg It's an organization, however, that 1is
not adequately understood, in my judgment. The Energy Security
Corporation is ﬁot intended to compete with private companies.
The primary function of the Energy Security Corporation could
be likened to that of an investment banker. Its purpose is
solely to assume contingent liabilities, to give appropriate
guarantees to the private sector so that they can make the
investments in the necessary facilities, investments that might
not otherwise be commercially feasible. Without an instrument
such as the Energy Security Corporation to provide these
‘incentivies, only the very largest companies in America would
be able financially to join in the search for alternative fuels|
Wwe need the broadest possible private sector partici-

pation in this endeavor. Our needs are extensive. And with

expertise that American industry possesSses.
After dealing with the environmental concerns and

incentives for the development of the techmologies that we
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know have promise, the federal government has a third impoftant

role in research into alternatives to 0il.  We need to know

more about coal and oil shale. We need to work vigorously on
fusion which will be available to us in the long term. If we
invest in research now and we need to develop economical solar
devices that- can be ﬁsed widely. -The federal goveynment has
an important role in providing funds.for research and to some
extent the laboratory facilities and the personnel to do that
reéearch.

I cannot overemphasize the urgency of the situation
or the need to move jight now. The internatibnal 0oil situation
is highly ungtable. A realistic assumption has to be that oil
production in the United States and that 0il production world-
wide will decline. Our dependence on imported 0il--8 million
barrels per day--1s going to continue in the immediate future,
at least to some extent. ‘We cannot wait three or four years,
as we did in 1973, to get these projects started.

What I've tried to discuss with you this morning is
a frank.and realistic appraisal of what we need to do in
America as we see it, as we have to move -forward in another
phase of this transition, this inevitable transition that we
move through as a result of the depletion, the prospective
depletion of a finite resource.

1 believe the Administration, the Congress, the

industry, labor, and American citizens all over the country are
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beginning to coalesce and move together on these'important
initiatives.

‘Thank you very much, Ladies and Gentlemen.

'CHAIRMAN MURPHY: The Secretary has agreed to keep
the leadership waiting for a few minutes. He can take a few
questions from members of the Council before excusing himseif.
Who wants to be first?

SECRETARY DUNCAN: If I'm going to get off this
light, that's just

e

RS: Mr. Secretary, anything that you could

MR.
tell us further about what you and your colleagues decided in
Paris this week would be most interesting.

SECRETARY DﬁNCAN: What we deeided to do in Paris,
and this was a difficult negotiation, there were- 20 sovereign
nations invoived, cach of which had its own particular objec-
tlves, each of which had its own degree of oil dependence

But what we tried to establish was a conceptural framework

‘that said this: That either we as a group of industrialized

nations of the world are going to be able for form our collec-
tive demand for oil from the producing countries to a realistic
prospect of available supply, or we're going to -have to do the
alternative, the alternative being to just move through 1980
and.the next several years with vigorous price competition and
looking at price solely as the determinant of who gets avail-

able 0il. This has obvious impact not only on the
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industrialized countries of the world, but also the less developed

countries of the world. It has obvious impact on the OPEC

producing countries.

But I felt it was important that we do what we can

to establish a mechanism whereby the consuming nations of the

world can adjust their collective demand in a way where the
methodology is established and agreed upon, in a way which
takes into account what individual nations are doing respecting
conservation, and takes into account the prospective supply
situation.

One thing we don't control is what foreign producers
do. What they do respecting price and what they do respecting
supply is beyoﬁd our control. But to develop a mechanism which
can adjust to what they might do, 1 think is an important
initiative. And the fact that 20 major industrialiiédnnations
of the world were prepared to agree on the basis of accomplish-
ing that, I think is a step forward. |

Now there remains a lot of work to be done.. When
we meet at a date certain, meaning the first quarter of 1980,
to tTry to talk about a Spécific allocation of reductions, if
necessary, then of course that will be a difficult negotiation.
But we have established a framework; we have established a
mechanism. And I see that as progress. [ think to do nothing
in today's situation, to perpetuate the disarray that we have

seen develop in the oil market in 1979 without trying to take
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some initiative to see if we can't comnstrain our collective
demand to available supply would not have been an appropriate
thing to do. And I'm persomnally pleased that there was great
sympathy with that objective and that we did get the specific
and tangible progress that we achieved in Paris.

Now, I don't want to suggest it is more than a first
step. It's where we take 1t f;om here that is going to be
significant. But I think we've made a very important forward
step. We have taken an initiative that has been agreed to by
19 other sovereign nations and I'm very satisfied with the
progress that was achiéved in Paris. It actually exceeded my
expectations. I think we did very well in that meeting.

But there's a lot of work that remains to be done.

Next question? |
- MR. HARTLEY: Mr. Secretary, I'm certain no one in
the room would take exception te the pronouncements you made
this morning. I find your statements to be somewhat incom-
patlble with what is going on up on the Hill where we.ve gone
from having an energy bill to a tax 1n1t1at1ve of the greatest
magnitude in history, I guess, of any different Congress.
Numbers are being throﬁn around now like right out of the sky.
It has been arranged now for téx collections to be made over
the ten-yéar period between $155 billion and $270 billion.
That's a tremendous range, If industry is going to do the job

that you have proposed should be domne, it seems to me the
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1ower number is the one we should.be shooting for. Can you

give us any indication as to what direction the Administration

is trying to direct the tax bill in the compromise committee?
SECRETARY DUNCAN: Well, the House bill is the one
at the upper end of that range and the preéent version of the

Sepnate bill, of course, is at the lower end of that range, and

how they will come out of conference on the tax I wouldn't

want to anticipate. 0f course, what finally has more to do

with actual revenue received from the windfall profits tax
would be the then price of oil.as it develops over the next
decade. And I think that these numbers that you've talked
about assume something like a 2 percent real growth in the
price of cfude 0il.

I think that when you move from an infrastructure
from an economy that has been predicated on cheap energf; the
fact that we don't have mass transit systems, the fact that we
have houses without insulation, the fact that we unfortunately
have not moved to price our energy at replacement cdst, and
the social implications of that as you make a very rapid
adjustment to where the consumer, let's say, in effect, has

had a windfall gain over these years and we're now taking that

away from the consumer, I think that imposes a lot of responsi-

bilities on government.
The development of alternative fuels is a responsi-

bility of govermment insofar as providing the incentives,
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being the catalyst to cause it to happen. The fact 1s we don't
have a sythetic fuels industry today of any consequence. It's
an overriding national priority that we develop this capability
and if we don't move today to take these initiatives to see
that that happens, I think we will have done a great disservice
to future generations of Americans. We have got to get that
started and we have to get 1t started now. But to the extent
it's too risky, to the extent it's too involved, to the extent
that technology is too risky, or the financial aspects are too
risky for the private sector to undertake these investments,
then it's in our nafional interest, in my judgment, that a
vehicle such as the Energy Security Corporation be in position
to serve the investment banker's function to assume the con--
tingent liabilities that will let some of these ventures mOVe
forward.

It is for that reason that you need these funds. It
is for that reason that you need some kind of windfall profits
tax.

Now, when you talk about a windfall profits, you
have to think in terms, and I've already said, your revenue is
dependent on the then price of crude oil, I can’t tell you
what the price of crude oil will be in 1985 or what it will be
in 1990, but my expectation is that as you deplete a finite
asset and if we continue to be as dependent on liquid petroleun

as we are today, and I've seen no projection that doesn't
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| is going to accelerate.

and the price that that supply 1is available to us is totally

20

indicate we'll be dependent for some time to come, many years

to come,on liquid petroleum, you can only expect that the price

The dangerous thing about that is that that is totallj

beyond our control. The supply that we have available to us

beyond our control. So, when you talk about windfall, do you
have a situation where economic criteria, market supply rela-
tions, supply and demand relationships are going to dictate
that price? I say it's a more compliéated issue than that.
And that the "windfall", whatever windfall is, whatever that
windfall may_be,.is going to be dictated.by factors that
transcend traditional economic criteria.

So I think given the public requirements of what
wé're going to have to do, given the necessity of mass transit,
given the necessity of automobiles-that are more efficient,
given the necessity of a massive increase in the conservation
in our homes, given all of these things-and the overriding
neccessity of alternative fuel sources,‘I think that it is
appropriate that some part of that revenue be used to fund
those requirements.

Now, that would be just a rather philosophical
statement on the windfall profits tax.

MR. HARTLEY: Thank you.

MR. :  Mr. Secretary, could you comment on
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prospect of a substantial exéise tax on gasoline?

SECRETARY DUNCAN: That's one of the options . that
we're looking at, as you've seen in the newspapers. I think to
have available several options which could generate more demand
restraint is an important thing for the Administration to have.
There's been a great deal of publicity attendant to this.

What I said in a news conference last week was effectively
this: Where we have a situation today where we don't know
really how 1980 1is gbing to develop, and where it is. going to
develop because of factors that are totally beyond our control,
it's importantthat.we do contingency thinking to have various
options available in case we had to rachet down demand because
of some supply interruption.

I don't xnow what Iran is going to do in 1980 and I
don't know what other countries are going to do in 1980, What
I have seen, no projection which indicates that OPEClis going
to produce more oil in 1980 than it did in 1979. Given that
consideratioﬁ and given the uncertainty that 1is attendant to
the supply of almost half of our oil, I think we've got to do
a lot of contingency planning.

pr one of those plans invelves the excise tax on

gasoline. I think whether you have an excise tax on gasoline;

whether you have mandatory state plans, whether you have

gasoline rationing, or all of these various options, I don't

know which one we would eventually opt for. The Congressional
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reaction, as you've read in the newspapers, has not been posi-
tive on the excise tax. 1 think it's a viable option but it
will have to be considered in relationship to all of these
others, and I'm not prepared to say which one I think will
eventually emefge as the one we should use if in fact we have
to use any.

I think whether or not we have to use tough emergency

conservation measures will be dependent on what happens to

supply in 1980. But in any event, I think we're going to have

emphasize strong initiatives to curtail consumption of
gésoline. The only thing that I'm concerned about is which is
the best one to use.

That's not a direct response to your quéstion, and
jt is that that is one of many options.that we are considering.

There seems to be a great deal of press interest in
that. There have been many editorials in the press that favor
that plan. The Congressional reaction thus far has beenlvery
negative on that plan.

Any further questions? If not, thank you very much
for letting me be with you this morning. I appreciate very
much the work that you're doing and I look forward to seeing
the reports that you're golng to be submitting today, and I'll
be back in touch with you about some work that I have in mind
that I would like very much to have your advise on in the

future. Thank you.
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CHAIRMAN MURPHY: I'm sure we all benefitted greatly

from hearing the views of the Secretary, and he from getting .
his first exposure to the National Petroleum Council. I'm
encouraged to believe that his attitude toward the Council is
typified by what you saw this morning. We heard him in the
process of saying, "I'm sorry, I simply cannot meet with
Senator Byrd. I'd very much like to but he will have to wait
beﬁause I have an appointment that I intend to keep." I

suggest to you that that is a significant turn of events.

We will proceed direcfly now to.the receipt of and
discussion of the committee reports. When thé Council, after
a hiatus, resumed its work, it was called on to conduct three
specific studies. The retiring chairman, Collis Chandler,
Bill Haynes, the vice chairman, and I appointed who we thought
were the best available to lead those studies and we asked from
each a commitment that they see to it that nothing short of
excellence resulted. I belicve you will agree that the reports
that are done and that are still in process will stand as
landmarks in the work of the Natiomal Petroleum Council.

The first of these reports this morning is that of
the Committee on Materials and Manpower Requirements to be
given by John Miller, the vice chairman of that committee.

Mr. Miller.
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Committee on Materials and Manpower Requirements

MR, C. JOHN MILLER: Mr. Chairman, Ladies and
Gentlemen: Jack Harbin, chairman of the NPC's Committee on
Materials and Manpower Requirements, has an unavoidable con-
£lict in his:schedule and regrets that he is unable to be with
us today. In his absence, he requested that I, as vice chair-
man of the committee, present for your consideration and action

the report, Materials and Manpower Requirements for U.S. 0il

and Gas Exploration and Production, 1979-1990.

The Committee on Materials and Manpower Requirements
began its study over a year ago. We now have completed our
report and this morning I'plan to describe the study briefly
and recommend that the National Petroleum Council adopt the
report.

' The study was requested by the Secretary of Energy
in a letter dated June 20, 1978 to the National Petroleum
Council. The Secretary expressed concern that constraints may
appear from shortages of critical materials and trained per-
sonnel needed to support increased exploration and production
activities required to meet the United States needs as set
forth in the President's Energy Initiatives. In requesting
the new study, the Secretary specified that it shouid be ''a
comprehensive study of the materials and manpower requirements
for oil and gas exploration and development. This study should

focus on the period 1979-1981, but should also address the
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longer term situation. Particular attention should be paid to
identifying areas of potential shortages in critical materials
and manpower and methods of preventing such shortages. In
addition, the impact of federal, state, and local laws and

regulations should be explained and appropriate recommendations

for changes should be made."

The NPC agreéd to undertake the study and with the
approval of the Department of Energy established the Committee
on Materials and Manpower Requirements. The committee met on
October 5, 1978 and agreed on a study plan which included the
scope of the study, methodology, organizational structure, and
timetable. The committee was assisted by a coordinating sub-
committee, an outlook and materials subcommittee, and a govern-
ment subcommittee.

Under the subcémmittees, seven task groups were
established--drilling equipment, geological and geophysical
services, production equipment, tubular steel, well servicing,
business environment, and regulatory impact.

Detailed analyses began late last year and the status
of the work was reported to you at the Council meeting last
March 8. By fall, the writing of the report had begun, and on
November 7 a draft report was mailed to you for review and
comment. The committee met on November 28 and approved the
draft report for presentation to you this morning.

In adopting the report, the committee made no major
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chénges, but did approve the incorporation of a number of
editorial revisions and some explanatory additions to the
report. The committee did suggest the inclusion of a trans-
mittal letter to the Secretary of Energy to be bound in the
final report. The purpose of that letter, a draft of which was
sent to you, is to provide an overview of the report and the
time frame in which the basic analyses were conducted.

You have before you the proposed final report of our
committee which confains editorial and explanatory revisions
and inside the front cover a draft of the transmittal letter.

I would now like to describe the report, briefly
starting with a description of the scope of the study.

The report's primafy focus is on the requirements
associated with the accelerated development of domestic oil and
gas resources in the 1979-1981 period, and the service and
supply industry's capability.of fulfilling these requirements.
However, the longer term, 1985 to 1990, situations are also
examined. In addition, the study assesses the impact of the
regulatory environment on future activities. While a detailed
analysis of future worldwide requirements and capacities is |
not‘made, the net effect of the export and import of materials
and equipment is examined for domestic impact. The impact of
significant oil industry downstream or refining and transporta-
tion expansion or large scale syn-fuel development is not

addressed. The projected range of possible future drilling
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activity is employed in the reporf for comparison with service
and supply capacities as a means of determining possible con-
straints and is not intended as a forecast of what will occur.
No attempt is made to determine the oil and gas reserve addi-
tions or producing rates which would result from activity level
projections in this repoTt.

The conclusions in this report are based on the judg-
ment that the activity projections provide a sufficiently
broad range against which to test availability of materials
and manpower, although somewhat higher or lower activity
levels could occur.

With those caveats as to scope, 1 would ndw like to
address the methodology employed in the study.

The 1974 National Petroleum Council study, "Avail-
ability of Materials and Manpower and Equipment for the
Exploration Drilling and Production of 0il, 1974-1976" focused
almost entirely on the near-term years indicated in the title.
The approached utilized in the 1374 study was to establish an
industry activity level by assuming that all available drilling
rigs would be employed to their. maximum capacity. Other
industry segments were then tested for potential comstraints
ét that activity level.

| In discussing the request for the current study, the
'Department of Energy indicated that use Qf the methodology 1in

the 1974 study would be acceptable, but asked for sensitivity
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analyses to be done for activity levels at other than the

projection derived through that methodology. The desire for

-3

sensitivities appropriately reflects the practical impossibilit]
in developing a single pfojection of our activity which would
by itself provide an adequate test foT manterials and manpower
constraints. Any such projection 1is by necéssity based on
judgment. Therefore, opinions as to the proper level would
vary greatly. Any conclusions from the study would consequentl
be subject to challenge.

With this as background, the subcommittee formulated
an approach intended to minimize the difficulty in reaching
proad agreement upon-a single projection and one which ﬁoten—
tially would provide more useful information to_those using the
results of the study.

The approach employed was to segment the issue into
two separate and somewhat independent areas of investigatiom.

(1) Projected capability of the manufacturing,
supply and services industries to support the petroleum indus-
try in exploring for and developing domestic and gas resources.

(2) A projected range of possible industry drilling
activity based on public. and private forecasts and on judgments
regarding factors which tend to increase or decrease activity
levels.

These two projections were then compared to determine

the extent to which industry activity levels might be
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constrained by the availability of materials or manpower. Con-
current with but separate from the above effort, an gxamination
was conducted of the impact of laws and regulations and changes
thereto on future exploration and production activity and ser-
vice and supply capability. As a matter of practicality, it
was decided to limit this analysis to the area of federal laws
and regulations.

An early decision in the study effort was the desir-
ability of conducting surveys to obtain data which would assist
in analyzing the capacities of the individual segments of the
manufacturing suppiy and service industries. It was also
decided to use the survey approach to aid in identifying the
impact of government regulations and the future business
environment on activity levels. In order to obtain such infor-
mation for both of these efforts, 34 qugstionnaires were pre-
pared. In total over a thousand exploration and production
companies, associated manufacturing supply and service firms,
banking organizations and academic institutions received one ot
more of these questionnaires. These surveys Wwere conducted
throughout the first half of 1979 and thus the responses
reflected perceptions at that time.

The responses to these surveys were most helpful in
preparing this report, and the committee wishes to acknowledge
this cooperatioﬁ and to thank the respondents for their time

and thoughtful consideration of this matter,
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The Certified Public Accounting firms of Arthur Young
and Company and Arthur Anderson Company were retained by the
National Petroleum Council to receive and aggregate the
responses of the various surveys. The pubiic accounting firms
were instructed to treat all responses in strictest confidence
and release no identifiable individual respondent data. They
were also instructed not to release any aggregated data element
unless the responses of at least three organizations were
included.

Through these procedures the public accounting firms
assured that no ideﬁtifiable individual respondent data were
made available to study participants or others. Nor can such
information be derived from the data presented.r While there
is a great deal in the way of detailed findingé presented in
the report, in the interest of time, I will now turn fo the
principal conclusions and recommendations resulting from this
study.

It is the committee's judgment that the availability
of equipment, materials and services necessary for domestic
exploration and production of oil and natural gas is unlikely
to be a constraint to future industry activity levels. It is
also the committee's judgment that although professional and
skilled personnel are currently in tight supply, the manpower
required for exploration, drilling-and production, including

that required for well servicing and equipment manufacture,
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will be adequate to support substantial increases in activity.

Although the committee believes there will be capacity to
support an important and necessary increase in activity, this
study did identify a number of areas where capacity would be
tight and where constraints could develop, especially with a
substantial increase in activity.

The most significant concerns appear in the general
area of iron and steel. Because of the concerns in this area
the committee recommends thaf the Council approve the repro-
ducing and making available of the Tubular Steel Task Group's

report. This work was the basis of and covers the same topics
as Chapter 4 of the committee's report, but in greater. detail.

For the conclusions in the overall'report to occur,
the committee feels that it is essential that the following
principal récommendations.of the study be implemented.

The President, Congress, Department of Energy and
other federal agencies should continue to promote the develop-
ment of domestic energy resources, including the extraction of
0il and gas. To this end, they should strive to establish a
stable and pfedictable-business climate cqnducive-to accelerated
expansion of investment, drilling activity and support
capacity. The creation of such an environment will entail a
review of federal laws and regulations relating to leasing,
price controls, taxatiom, and environmental preservation with

the objective of enhancing capital -formation and exploration
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and production activity.

The federal gOVernmént should create an environment
which promotes the reestablishment of a strong and competitive
domestic steel industry vital to the development of U.S. energy
supplies and other critical areas of our nation's economy.

This environment should encourage the expansion of domestic
pipe mill capacity. Such will require the review of laws and
regulations on steel imports, environmental controls,uand
taxation to allow generation of capital for medernization to
improve the steel industry's productivity and competitiveness.

A report like this on a technical subject cannot be
assembled without the contribution of time and professional
skills by many people. The committee would like to acknowledge
the outstanding work of the subcommittees and task groups as
well as the assistance of the Department of Energy staff. I
would 1like to give my personal thanks to all of them for their
fine effort and a thorough report.

| In conclusion, Mr. Chairman, the committee believes
that the proposed report is excellent and is a suitable
response to the Secretary'S-request.' The committee recommends
that it along with the reproduction of the work on tubular
steel be approved by the National Petroleum Council, subject to
final editing, and I so move.

CHAIRMAN MURPHY: Does the Chair hear a second?

MR. : Seconded.
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CHAIRMAN MURPHY: The matter is before the house for
discussion, Gentlemen. Do you have questions for Mr. Miller?

MR. ROSAPEPE: I'd like to ask a question and make a
comment. The question I would address to Mr. Miller is I noted
in reviewing the list of participants of the committee, the
coordinating subcoﬁmittees and task groups that unlike the
three other current committees of the Council that are sub-
mitting reports or preliminary reports today, so far as I could
tell there were no member§ of those groups of your committee
and subcommittees and task groups that represented -environ-
mental, consumer, or labor nonindustry supply or producing
industry backgrounds, and a number of people will be asking
the question when they get this report. I just wondered why
that was or how that happened to be, or did I miss something?

CHAIRMAN MURPHY: Mr. Miller, I'll respond to that
comment. You will recall that these studies were well
advanced when the present incarnation of the Council was
appointed. At that time, as Chairman of the Council, I moved
immediately to add new members, particularly those from the
non-petroleum sector to the standing committees of the Council.
I also asked the new members which, if any, of the studies
well advanced they wished to join in even at that late date
and received no volunteers to pitch in on this particular
effort.

MR. ROSAPEPE: Thank you, Mr. Chairman. The comment
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I wanted to make is direcfed towards recommendations of the
committee. In reading the report, as indicated, Mr. Miller,
the report falls into two categories. One is collection of

a lot of very useful data and a lot of very useful analysis,

I think, of the capabilities of supply, service and manufac-
furing sectors to respond to increases in drilling exploration
activities. The second sectiomn that deals with recommendétions
deals with government policy.

Given that the conclusion of the committee was, I
think based on crude evidence included in the report, that
the supply sectors ﬁould be able to meet the increase expansion
drilling exploration, I found the recommendations inconsistent.
I've been partial to the adage that if it ain't broken, don't
fix it. And it seemed to me that the conclusion was it is
not broken, our supply industries can meet the need, yet the
recommendatimm the committee outlined are designed to deal with
problems which, I thought the committee's conclusion, don't
exist,

Secondly, I found the recommendations not particularly
not_particularly_consistent with the data in the report. In
the area of‘questionnaires, there was an effort by the committes
as 1 read in the appendices to survey the supply sectors and
the producing sectors to determine the impact, particularly'
regulation. Thé response as it is described in the report is

that the companies who responded in general were unable to
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specifically identify which regulations produced which kind of
constraints. I wouldn't argue that that concludes there are
no constraints, but I would think it is somewhat like drilling

for oil--if you drill a hole and it turns out dry it

doesn't prove, there may not be oil next door; but it certainly

doesn't prove that there is oil.

And it did not seem to me that having done a survey
and gotten the results back that did not indicate the kinds
of constraints these regulations would impose, the committee's
conclusions were based on the evidence it collected.

I guess third in one specific area of capital forma-
tion, particularly in the current environment, it is difficult
for me to, as a member of ‘the Council, associate myself with
the conclusion that capital £0rmation in the oil indﬁstry is
an overwhelming constraint. I might be able to be convinced of
that. 1It's difficult in the current environment to convince
me of that. I don't think that argument is developed in the
report in a way that is persuasive.

Those are my comments, Mr. Chairman.

MR. MILLER: Thank you for your comment. I would. be
most happy to address your concerns and your comments -indi-
vidually at some greater length, as I have some very definite
opinions on the comment that you are making. I don't know that
this.is particularly the forum for that, particularly in the

view that I think these are the same comments that you expresse
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at the Novémber 28 meeting, and i believe that your comments
and concerns were taken into account by the entire committee
as they prepared the recommendation for the Council. So .1
would thank you again for your observation.

Is there another?

CHAIRMAN MURPHY: Gentlemen, we've been asked for
a five-minute break here to get some of the mechanical work
done. There will be a short recess.

(A brief recess held.)

CHAIRMAN MURPHY: The apparatus spill cleanup is
complete, Gentlemen. If you will resume your seats, we will
continue consideration of the committee Treport.

The next.question for Mr. Miller; or comment.

MR. SNYDER: I'm Ted Snyder, President of the
Sierra Club. In the first recommendation propose that there
be a review of federal laws and regulations relating among
other things to environmental preservation with the objective
of enhancing, I assume at this stage, exploration and produc-
tion activities.

1 worked through the appendix very meticulously to
see if there was any suppoft for that with facts and figures
and can find none except for the alleged scenario which only
had that conclusion in it. I find no facts and figures showing
the size, area and lotation of the places proposed for environ-

mental preservation. 1 find no statistics on the estimated
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amount of reserve of any sort in the areas under consideration
for environmental preservation. Therefore, 1 believe that that
portion of the recommendation is totally without support in any
factual matter in the report.

Because of that, I move an amendment as follows. I
move that the first recommendatioh be amended by inserting the
word "and" between 'price controls' and ''taxation’, and that
the words "environmental preservation' be deleted therefrom,

CHAIRMAN MURPHY: Does the Chair hear a second?

MR. :  Second.

CHATRMAN MURPHY: We will discuss the amendment to
the report. Is there discussion?

MR, ¢ Mr. Chairman, would you identify where
the words are?

MR. MILLER: Page 7 of the -- Maybe my pages are
numbered differently.

CHAIRMAN MURPHY: Page 67

MR. MILLER: Yes, page 6. It's numbered different
from the omne youfre using. 1t is in the first recommendation.
The latter part of the first recommendation. Let me see if 1
have now what you've said.

The closing sentence--not sentence--starting with:
”The creation of such an environment will entall the review
of federal laws and regulations relating to leasing, price con-

trols" and you are suggesting "and taxation" and you are
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suggesting deleting the words "environmental preservation”. Is
that correct?

MR. SNYDER: Yes, Sir, that's correct.

MR. MILLER: "With the objective of enhancing capital
formation and exploration production activity."

MR. SNYDER:  Yes, Sir.

-MR. MILLER: Do you have that, Ken?

MR. MONTAGUE: Yes.

CHAIRMAN MURPHY: All right, do the members of the
Council follow this now and know what is before the house?

Is there a discussion of the resolution? .Yes, Sir?

MR. EVANS: - Mr. Chairman, I'm James Evans, the
president of the Union Pacific Corporation and a member of the
Council. I also have the privilege of being the chairman of
the Environmental Task Force of the Business Roundtable. I
would take strong exception to this recommendation in view of
the fact that I think we do need to review all of the environ-
mental matters regérding environmental preservation and all of
those envirommental matters which may impede the development
of domestic energy resources.

If I do understand what the proposal is, and I
believe I do. |

CHAIRMAN MURPHY: Thank fou, Mr. Evans. Mr. Montague.

MR. MONTAGUE: Mr. Chairman, I'm subcommittee chair-

man of the Government Regulations Subcommittee that developed

Acme Reporting Company

2 a28.4dH8B8




10
11
12
13
14
15
16
¥
18
19
20

21

39

these data. And while it 1is trué, and the report clearly
points out, that we were unable to pinpoint the exact quantita-
tive constraint of each of the various areas of potential con-
straint of environmental regulations and other price control
and other forms, the size of this task, the magnitude of the
questionnaires themselves were adequate -testimony to the con-
straints of the government control mechanism.

Now remember, we only are concerned with the federal
controls--not the stafe or the local controls. And while we
were unable to pinpoint the exact magnitude of environmental
controls, there was no question but this was a major issue. And
it's not a question of the desirability ot the undesirability
of environmental control. It's a question of areas of con-
straint.

I would also take exception and also point out that
in my judgment the data does support these words.

CHAIRMAN MURPHY: Thank you, Mr. Montague. Is there
another comment? Yes, Mr. Masselli?

MR. MASSELLI: I'm loathe to get into a situation
where we begin having the 70 or so members of the industry and
public members lining up on the opposite side to a series of
questions. I.think the concern here that Ted (Snyder) has
outlined and the one that I felt semewhat, 1is the worry about
the breadth of these statements.

I believe, for example, that in the report on
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refinery flexibility we reached what I think was a very work-

able compromise in which we said, we looked at refineries, and

we said, how long is it going to take you to get permits?_>
Wwhat time? We reported in some detail thé exact responses and
everyone went away from that I think fairly happy.

The worry I believe that Ted has raised and that some
of the rest of us feel are general statements that do not seem
to flow specifically from what is in the material. I think if
the material makes a case-s-1 recognize that these laws did not
come down on tablets, that there are ways to change them some-
what--but‘if the maéerial makes a specific case that A or B or
C caused problems or that 37 percent of the respondents said
that something was just driving them up a wall, that should be
noted. And then the readers of the report can draw the conclu-
sions that they wish from that. )

But I think we tend to be a little sensitive to some-
what broader statements that are just out there in the air. I
that Mr. Montague's remark indicates that, yes, there was
something in the air there but that they weren't quite able to
pin it down. I would recommend to the Council that it 1is
probably best where something can't be pinned down to treat it
very delicately and that it not be put up front. Because I
think that some people will read this report--get to line, get
to page 6, and say here's a report on manpowef requirements

and all of a sudden they're talking about leasing and they are
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talking about environmental constraints across the board. What
does that have to do with the subject matter of the report?

1 think that having a chance to go over this report
again, we might be able to rephrase the language along the
lines of what Mr. Montague said, but not doing that, I suggest
that no language is better than broad language which I think
will create some VeTy bad reactions.

MR. MILLER: Mr. Chairman, may I speak to that?

CHAIRMAN MURPHY: Please do.

MR. MILLER: I think that the challenge to the
committee was sufficiently broad to require our comment on this
particular subject. And I can tell you as one of the people
receiving the questionnaire and then having also been the
recipient of a number of comments from othérs that received
the questionnaire, that it in itself is a blanket indictment
of the over-rtegulation that the industry faces at this time.
and.bf the environmental concerns that are evident.

I would not have had the ability within the time
frame even to this date to have provided all of the answers
Ithat I would like to have provided to put back in, and if I had
no one could have necessarily assimilated the information and
put it into a specific answer.

This area of dealing with the constraints and talking
about the potential of development of 0oil ‘and gas in the natilon
does not lend itself_to.where you can identify a particular
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area and_say the environmental constraint in the southeast
quarter of section so-and-so in a certain county in Wyoming oY
Michigan or someplace else; it is the broad view of the con-
straints that the industry will face and in fact that the
nation will face as we TTY to go forward and develop the
supplies and respond to.the challenge that this committee has
been given by the Secretary.

And I feel that the language is remarkable in 1its
restraint and I think that it ought to be, that the motion or

amendment should be defeated.

CHAIRMAN ﬁURPHY: Are there other comments? (None)
Before calling for a vote here, I'l1l comment that in studying
this report I found no sweeping assertions. Now, I confess
that I wasn't particularly looking for them and perhaps if
reread some things would stand out that didn't come through at
the time. But I found no sweeping assertions,

Now in a search for accomodation here, and remember-
ing that the chairman rendering this report said that certailn
editing is still necessary, do you feel that in editing, not
to change the substance and I don't ventﬁre to suggest that at
all, but in the manner of expression, do you feel, Mr. Chairman
that the language could be modified in such alway as to make
it acceptable to the objectives here?

MR. MILLER: Not. knowing what would be in the nature

of acceptable to them, I would hesitate to Speak to that,
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Mr. Chairman. My concern would be that if we delefe addressing
the problem of the environmental situation, then in effect we
remove a large section of the entire challenge to the committee
because the whole thing is put together and the and the assump-
tions are made and the responses have been made on the basis
that certain things would occur.

Now if, in effect, those things cannot occur because
of a lack of the environmental situation being addressed, then
1 think it negates the entire report; So I would not be
égreeable to deleting the --

CHAIRMAN MURPHY: The Chair is quite sympathetic to
that and the Chair agrees the deletion would amount to refusal
to respond to the Secre}ary’; request in this matter. My own
probing here is to whether any accomodation in style rather
than substance might accommodate the matter.

MR. MILLER: If I understand the procedure correctly,
if the position that 1is being expressed is sufficiently
indepth that they choose to, I guess they can make a written
recommendation to you, I believe; is that correct?

CHAIRMAN MURPHY: If you would care to address me as
Chairman with copies to the chairman of the committee, why,
that will be taken into consideration, in final editing of
report, whether your motion succeeds or fails.

Are there any further comments or discussions of

the resolution? The resolution would amend the Teport in the
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manner described by reference to page 6. We're going to have

a show of hands. Those who favor adoption of the resolution,
raise your right hand.

(Hands raised: _5)

Those opposed to adoption of the resolution, raise
your right hand.

(Hands raised: 7)

That's an overwhelming majority. The motion fails.
Thank you, Mr. Chairman. Your report is adopted.

MR. MILLER: Thank you.

CHAIRMAN ﬁURPHY:. I beg you pardon. I'm sorry. We
were acting on the amendment to the report which has failed.
We now turn to the committee recommendation, and this is before
the house properly, that the report be adopted. Those who
favor a&option of the report, raise their right hands .

(Show of hands.) Those who favor rejection of the report,
raise their tight hands. All right. There is one no vote.
Thank you very much, Mr. Chairman.

(The report was éd0pted;)

The Council will now turn to the report of the
Committee on Refinery Flexibility. This is an interim report.

Mr. McAfee of Gulf has led this effort.
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Committee on Refinery Flexibility (Interim Report)
Jerry McAfee, Chairman

MR. McAFEE: Mr. Chairman, Ladies and Gentlemen:

Before beginning my report this morning I simply must take a
moment to acknowledge and comment briefly on the strong and
encouraging statement that we heard é few minutes ago from

Secretary Duncan. It seems to me that one of the few bright

spots in our present domestic energy picture is the fact that

in Secretary Duncan and some of his principal associates we
have some strong dedicated peoplé who indicate their continuing
concern and their dedication to some of the thiﬁgs that most of
us can agree are essential to bringing us out of this present
very, very serious situation that we find 6urselves in.

Now some of us in this room and others have some very
very serious matters of dispute with ‘the Department which
Sectetary Duncan heads. In spite of that fact,‘and in spite of
the fact that many of us have- very serious disagreements with
some of the positions taken by the present government with
respect to financing, some of the things -that need to be done,
and while many.of-us take serious issue as to who in the pre-
sent situation can make best use in the national interest and
the interest of the people of this country of the additional
funds which will be made available by the decontrol to which
the Administration 1is dedicated, I say that we must in the

national interest that the natiomal interest demands, that we
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rise above these differences and continue to dedicate ourselvés
enthusiastically and wholehéartedly to assisting the government
in their constructive efforts to deal with this extremely'
serious situation we face.

‘One of our effective means for accomplishing that 1is
the National Petroleuﬁ Council. Therefore, I urge that we
continue our enthusiastic, wholehearted and effective support
of the efforts of the Council. And that's why I'm here today.

By a letter dated September 18, 1978, Mr. Chairman,
the National Petroleum Councill was requested to prepare an

analysis of the factors which affect the ability of the

domestic refining industry to respond to demands for essential

petroleum products.

Specifically, the Secretary of Energy requested the
Council to prepare a comprehensive study of the historical
trends and present status of the domestic refining industry
sources of crﬁde 0il and its capabilities to process these
crudes into marketable petroleum products. He further asked
that the study analyze factors affecting future trends in crude
0il availability, refining capability, and the competitive
econoﬁics of small, medium and large refining operations
through the year 1990.

Einally, the Council was asked to include 1in its
study an examination of industry's flexibility to meet disloca-

tions of supply.
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As I reported to you at the March 8 meeting of the

Councii, three groups are assisting the committee in the pre-
paration of a suitable response to the Secretary's request.
The refining capability task group, chaired by Mr. John Hall,
vice chairman and chief operating officer of Ashlan& 0il;

thé 0il supply demand and logistics task group, chairmed by
Stu Waterson, corporation manager, tanker and distribution
planning staff of Standard 0il Company of California; and the
coordinating subcommittee-chai;ed by Mr. Warren Davis, chief
economist of Gulf 0il.

As you will recall, the report is being prepared in
two sections. First, the first segment‘deals with the current
capabilities, and the second.segment.deals with the future
requirements. An early decision of the committee wés that for
both of these segments it was mandatory to havela comprehensive

data base of the United States refining industry. And exten-

'sive literature search revealed that no existing data base was

sufficiently current or sufficiently detailed for the purposes
of this study.

We were, therefore, required to prepare a new data
base through an extensive survey submitted to all United States
refineries. While our study is only about two-thirds completed
it is the opinion of the committee that these new data are of
such significance that they should be published in advance of
the‘cdmpletion of the final report.
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The committee met on November-21 and approved an
interim report which includes the results of this survey. The
two volumes of the interim report were mailed to you on
November 28 and an additional copy of Volume 1 was distributed
to you today. Volume 2, which roughly approximates the
Washington telelphone directory, contains nearly 1,000 pages
of supporting computer printouts and other data. The first
three chapters of Volume 1 report the results of the refinery
capébility survey. The response fo this survey was most
gratifying, with data repofted on 16.9 million barrels per
day or about 98-per¢ent of all United States refining capacity.

I'm sure that the resolve of you, the members of
the National Petroleum Council, to provide the Secretary with
the best information possible isllargely respénsible for the
high level of response, and all of us who are involved in-this
study are most grateful for the efforts which you and your
colleagues and others not represented here today have put
forward in providing this exceedingly crucial, vitai, essential
information.

A second early decision of the committee was that in
order to provide projections of facility requirements to 1290
it would be necessary to have available a detailed supply and
demand balance and that it would be necessary to obtain such a
balance through a survey of current projections. A list of

32 institutions in the United States and abroad was prepared
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in an attempt to solicit forecaéts from all organizations
thought to have or to be capable of preparing supply and demand
data in the detail needed. A total of 20 responses was
received, 14 of which were from firms in the petroleum industry
and the other 6 represented a mix of consultiﬁg and research
firms and United States and foreign governmental agencies.

The data aggregated from this survey are summarized‘
in Chapter 4 of the interim report. Since this draft is a
compilation of the data received from the surveys and does not
represent any analysis of the data, I will not review the
results with you this morning. I would, rather, like to review
with you briefly our plans for the completion of the final
report which will address the three main areas of the
Secretéry's request.

The first main area is the preparation of projections
of future crude oil availability and quality and refining
capability. In the course of this phase of the final report
the refining facilities in place will be tested with various
possible future crude slates to determine the effect of crude
quality on product yiélds. Concurrently, the requirements for
new process facilities will be estimated under varying crude
quality assumptions.

The second facet of the final repoft will deal with
the competitive economics of small, medium and large refining

operations in the United States and their relative position,
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vis-a-vis, foreign refining operations. We also plan to make
some qualitative observations about the effects of crude
quality and product specifications on competitive economics.

Finally, the report will address the Secretary's
question regarding the industry's flexibility to meet disloca-
tions of supply.

In the course of preparation of the finmal report the
supply and demand data presented in the interim report will be
expanded for two reasons. The first is to provide a reasonable
range of crude oil availability and product requirements that
refiners might expect to be faced with during the 1980's. The
second reason for expanding on the current supply and demand
data is based on the currency of the data contained in the
interim report. Responses to the survey on which those data
were based.were received in the spring and summer of 1979. The
individual forecasts were almost all prepared in late 1978 or
very early in 1979, and.thus they do not reflect the political
and economic events which have occurred in 1979.

The committee feels that because of the significance
of these events most of the individual respondents to the sur-
vey would materially change their responses if the same ques-
tions were asked today. The committee therefore decided to
instruct the oil supply, demand and 1ogistics task group to
resubmit its survey in an abbreviated form to all respondents

of the previous survey. Mr. Waterson sent that survey out
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last Eriday and some of you may have received it before you
came to Washington. (December 7, 1979)

1 would like to underscore the importance of your
responding to this new survey. As we all know,.domestic and
international events affect forecasters perceptions of‘future
supply and demand patterns and are changing almost daily.

However, to provide the Secretary with a final report
which is as current and comprehensive as we could possibly make
it, it is imperative that you provide your lateSt data to the
accounting firm for aggregation and use in the final report.
And we will greatly appreciate your continued cooperation in
this effort.

I'd 1ike to acknowledge the contributions of every;
body who has been involved in this endeavor, but obviously time
makes that impossible, Let me specifically mention the contri-
butions of Mr. Hall and Mr. Waterson and the members of their
task groups, and of course Mr. Davis and members of the
coordinating committee. I would also like to ackﬂowledge the
very significant contributions of the NPC staff, espectially
Mr.lRay Whitson. These task groups and the NPC staff have
handled an amazing amount of éomplex data and to turn out the
surveys which are before you and which will be considered in
the final report, we'll put togéther a valuable reference work
which .can be of great use to the Department of Energy and to

the government and to the industry. we think for years to come.
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In this effort also we should acknowledge the efforts
of the accounting firm which served so well in keeping the
individual interests under proper surveillance.

Mr. Chairman, this completes the report of the
committee. I move that this draft report be adopted and sub-
mitted to the Secretary of Energy as an interim report of the
Council. Thank you.

CHAIRMAN MURPHY:  Does the Chair hear a second?

MR. :  Second.

CHAIRMAN MURPHY: All right. The matter is before
the house for discussion. As Mr. McAfee has made clear, this
is an interim report; however, the significance of the data
is such that it is felt that it should be formalized and
dignified by action b} the Council this morning. Are there
questioﬁs of the chairman of the study committee? Comments
on the report?

Those who favor its adoption and rendition to the
Secretary, let it be known by saying aye.

(A chorus of ayes.)

Opposed? (ﬁo response)

Thank you, Mr. McAfee. A job well done., So far.

We turn now, Ladies and Gentlemen, to the report of
the Committee on U.S. Petroleum Inventories, Storage and

Transportation Capacities; Mr. Robert V. Sellers, Chairman.
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Committee on U.S. Petroleum Inventories, and Storage
and Transportation Capacities
Robert V. Sellers, Chairman

MR. SELLERS: Thank you, Mr. Chairman. Ladies and
Gentlemen. The National Petroleum Council Committee on U.S.
Petroleum Inventories, and Storage and Transportation Capacitie
met on November 6 and unanimously approved the draft report of
the committee which is under consideration today. Minority
views on certain aspects of the report havé been submitted by
Mr. James Rosapepe.

On June 20, 1978 formerISecretary Schlesinger

requested the National Petroleum Council to update its 1974

storage study and its 1967 transportation study. These sub-
jects have been examined by the Council periodically.since
1948, but for the first time the Councilrdecided to combine
these two studies into a single effort. |

The committee first met on September 6, 1978 to
determine the scope and guidelines of the study. The coordinat
ing subcommittee and five task groups were established to
assist the committee in its work. The coordinating subcoma
mittee began work on October 10, 1978 and in December 1978 the
committee met again to review and approve the proposed
methodologies of the task groups. |

Four of the five task groups used questionnaires to
develop at least a part of the data in the report. Other data

sources were reviewed and updated for inclusion in the report.
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The draft report underwent extensive review by the
task groups, coordinating subcommittee and the main committee
before becoming the final form before you this morning.

At this point I would like to express my appreciation
for the valuable time and dedicated effort that was put into
this work by the heads of the task groups: Larry Hanna in the
case of the natural gas; Gordon Kirk in the case of the
petroleum pipelines; Charles Luéllen,inithe waterborn; Bill
Midar in the inventory and storage; and Walter Smith in tank
truck and tank car.

The coordinating subcommittee was chaired by Scott
Van Dyke. All of these people did an gutstanding job. I would

also like to express our appreciation for the cooperation of

I've mentioned that this is the first fime the
Council has éombined its storage and transportation studies,
reinforcing thé.interrelationship between these two components
of petroleum supply. Other aspects of the study have been
undertaken in this report for the first time by the National
Petroleum Council. |

At the organizational meeting of the main commitfee
the govermment co-chairman stated that the report would be
more useful to the government personmel using it if descriptivs
text regarding industry operations were included with the data.

A primer for description of industry operations and a glossary
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of technical terms.used in the report are included. With
respect to the inventory and storage volume of the report, in
an effort to reinforﬁe the NPC estimate of minimum operating
levels, companies were surveyed for their individual company
minimum operating inventoriés and their estimate of the
industry minimum operating inventory. These data and others
were then used to develop the NPC estimate.

In the petroleum pipeline volume area maps indicating
interconnections of pipelines in the vicinity of major refining
and pipeline centers have been prepared. These maps expand on
the general location and direction information provided on the
U.S. maps for such areas as Cushing,,Oklahpma and Beaumont,
Texas by presenting details of interconnections to storage
terminals, distribution terminals, and other pipeline facilitie
The report also includes gravity and viscosity information as
it relates to the capacity data for crude oil pipelines,
reports the capacity for all refined product systems on a con-
sistent basis which is for numbe; two fuel oil and for most
pipelines lists capacity information for transporting gasoline
and-fhe normal average product mix.

The report also presents a geographic analysis of
tank car locations based on ICC statistics.

With respect to waterborn_ transportation, the pre-
vious study was restricted to equipment. The report before

you provides a representative listing of u.S. coastal and
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inland petroleum recelving facilitieé. the major Puerto Rico,
Virgin Islands coastal petroleum receiving facilities, and the
U.S. inland waterways permanent navigation facilities.

The gas and petroleum pipeline volumes of the réport
include maps indicating the general flow of 0il and gas
throughout the country.

The highlights of the report are includéd in the
Executive Summary which you have before you. I will mention
a few of them.

The minimum operating inventory for crude oil and
principal products ﬂas increased to 720 barrels, an increase
of approximately 95 million barrels since the last NPC survey
in 1973. Forty-one crude oil and product pipeline expansion
projects planned or under construction as of the end of last
year will add approximately 6.6 million barrels per day of
capacity to the crude oil pipeline network, and 2.6 million
barrels per day of capacity to the product system.

Although many older tank cars and trucks are still
in service, the U.S. fléets are becoming newer with larger
;apacities. A four-fold increase in the capacity of tank
vessels has occurred since the 1967 study. The greatest
ijncrease is in the capacity of tank ships. The most signifi-
cant development in petroleum receiving facilities is that of
a deep water port facility under construction off the gulf

coast capable of handling larger tankers.
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The major natural gas pipelines in the United States

were utilized at approximately 67 percent of designed capacity

on a daily average basis in 1977. While the utilization has
increased somewhat since then, the data indicate that signifi-
cant spare capacity exists within the system. This‘in part,
however, is seasonal capacity.

Mr. Chairman, this completes the report of the NPC
committee on U.S. Petroleum Inventories, and Storage and
Transportation Capacities. Before making a motion I would like
to mention two things. I believe you have in your folders a
Sheet which contains some thoughts which were submitted by
Jim Emison with respect to the introduction to our report. It

is our intention in editing to attempt to include those

thoughts in the introduction as they arve appropriate.

I believe you have also received a copy accompanied
by a letter from Mr. Murphy of Jim Rosapepe's statement.

Mr. Chairman, I move the draft report of the committe
to be adopted as submitted, subject to final editing,'that

reference be made in the introduction to the minority views

and that the minority views be included in the Executive

Summary publication as Appendix D.
CHAIRMAN MURPHY: Does the Chair hear a second?
MR. : Second.

CHAIRMAN MURPHY: . The matter is before the house,

‘Ladies and Gentlemen. Anyone wish to orate concerning this
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report? Mr, Hefner.

MR. HEFNER: It says on page 41 that--this is in the
natural gas section--future projects which will affect supplies
aﬁd possibly flow pafterns are the Alaskan Rocky Mountain
Projects, increasés in Canadian and Mexican imports, LNG,
imports in coal gasefication plants.

1 think based on the potential gas supplies coﬁmittee
reports and the Natural Gas Policy Act which includes the
deregulation of deep gas which -- traditional suppliers,
that such areas in addition to the Rocky Mountains as the
Tuscaloosa and should be included if any specific
mention is made to various provinces.

MR. SELLERS: -I think the intention in this para-

gas-producing areas, the normal gas-producing operations. It
was intended to address more or less the things thaf are
externals, khat are sitting out there that we don't know when
or how they are going to develop. .The reference was not
intended to be to conventional production in the Rocky Moun-
tains. Does that give you a problem? |

MR, HEENER: I always like to see the
basin and other deep drilling included in anything that is
printed.

MR. SELLERS: I understand that.

MR. HEFNER: I guess it does, but that wouldn't
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keep me from --
MR.V : Does anyone want to make a speech for
Texasf
CHAIRMAN MURPHY: Those who favor adoption of the
report, let it be known by saying aye.
(Chorus of ayes.)
Overwhelmingly adopted. We thank you and commend you
and your committee, Mr. Sellers.
MR. SELLERS: Thank you.
" CHAIRMAN MURPHY: Yes, Sir?
MR. ROGERS: Don Rogers, International Brotherhood
of Teamsters. I served on that committee with Chairman Sellers|

I wish at this time, I don't usually do this, but I want to

‘congratulate him for one thing. We were at a point in that

committee where a minority report, I suppose the temptation
would have been to vote it down because there were so few
people involved, etcetera, bu; I think we have taken the right
road particularly in advisory groups that the minority view
not be voted out or smothered but be included as the chairman
suggested and has come about. I want to compliment him on that|

MR. SELLERS: ~  Thank you for those generous
comments, Mr. Rogers;

The Council will now proceed to consideration of an
interim report on exotic gas, Mr. Nelson reporting for

Mr. Bookout.

Acme Reporting Company




‘ape 2-B

.

L

10

11

12

13

14

15

16

17

18

19 |

20

21

22
23

24

60

Committee on Unconventional Gas Sources (Progress
Report). Richard F. Nelson, Chairman, Coordinating
Subcommittee.

MR. NELSON: M. Chairman, Ladies and Gentlemen:
The Committee on Unconventional Gas Sources was established to
assist the National Petroleum Council when responding to a
reqﬁest from.the Secretary of Energy for a study of the poten-
tial natural gas Tecovery from Devonian shale, coal seams,
geopressured brines, and tight gas reservoirs. The Committee
is chaired by John F. Bookout of Shell 0il Company, and is
co-chaired by John Deutch of the Department of Energy. A
Coordinating Subcomﬁittee of which I'm chairman and four task
croups by source were formed to éid in the analyses.

At the last NPC meeting on March 8, 1979, a progress

‘report was presented outlining the organization and method-

ology for the study and the initial work of the task groups.
At that time we had hoped that we would have a final report
for NPC review at this meeting. However, as the task groups
progressed in their analyses, it became apparent that the
scope of their assignments was greater than originaliy-thought.
With the objective of presenting a thorough and complete Study
for NPC consideration, we extended our schedule and a spring
completion is now expected.

The Committee visualizes its report as being com-
posed of five volumes. We will have an executive summary and

then a detailed report on each of the four sources. Reserve
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additions and producing rates will be calculated at five gas
prices, three rates of return, and two levels of technology.
The task groups are at various Stages of completion in their
work, with three having now completed draft reports and the
fourth making satisfactory progress. These‘studies are very
thorough, they're factual, and we believe well documented. As

they receive final task group and_Coordinating Subcommittee

‘review, the drafts will be sent to the Committee for review

and comment.

The following are status revigws of the work on each
source. The estimated reserve additions to the year 2000 pre-
sented are pfeliminary and. subject to revision as the result
of ongoing work and final reviews. Imn fact, the current esti-

mates, which are based on varying assumptions, are not

necessarily comparable at this stage and are presented at this

time only to indicate the orders of magnitude of potential
recover. These data have not been reviewed by the.NPC and
should not be considered estimates of the NPC.

Devonian Shale. The DEvonian Shale Task Group,

chaired by John L. Moore of Conéolidated Natural Gas Service
Company and co-chaired by jeffrey B. Smith of the Department
of Energy, has éompleted a final draft of their work. This
draft has been forwarded to the Committee for comment.

The draft contains an estimate of the resource bases

in the Appalachian, Michigan, and Illinois basins. However,
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estimated recovery of gas.and economic projections were con-
fined fo the Appalachian basin. Although similar projections
could have been made for the Illinois-and Michigan basins,
such estimates based on the very limited data available would
be very speculative. Since the-Appalachian basin ha§ probably
the greatest potential of the three basins and already haé
significant production from several thousand wells, in the
near-term it is more likely that expanded development of
Devonian shale will occur in that area. Preliminary estimates
of reserve additions to the year 2000 ét a 10 percent rate of
return and under cu£rent technology are 7 Trilliom cubic feet
at $2.50/Mcf, 20 Tcf at $5.00/Mcf, and 27 Tcf at $9.00/Mcf.
These projects do not include the cost of compression which 1is
estimated to add $0.50-30.70/Mct.

Coal Seams. The Coal Seams Task Group 1is chaired by

William N. Poundstohe of Consolidation Coal Company and

co-chaired by Troyt York of the Department of Energy. The

-group has just finished its latest draft report which will be

sent to the Committee in the near future.

Most studies on the coal seam .gas TeSOUTCE have
focused only on the total resource base not on the gas that 1s
economically recoverable. This Task Group has made a qualified
and educated guess as to potential Tecovery based on limited
data on gas content of coals in place on the few gas Tecovery

projects to date. Much of what is available pertains only to
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mineable eastern coal. The results should, therefore, be
viewed as an order of magnitude projection based on current
information. A concerted effort will have to be made to
collect much more information and to acquire much more experi-
ence before reliable estimates could properly be projected.
with these qualification in mind, the study has projected
quantities of economic resérves of.coal bed gas for the case

where the raw gas as produced could be used on site at rela-

tively low pressures. Possible reserve additions to the year

2000 at a 10 percent rate of return and under current tech-
nology are 5 Tcf at $2.50/Mcf, 25 Tcf at $5.00/Mcf, and 45 Tcf
at $9.00/Mcf. These projections do npt include cost of com-
pression, scrubbing, or connection to a gas transmission line
which would add a possible $0.60-$2.00/Mcf. I mention that the
estimate was made on the basis that the gas would be used on
site or near site.

Geopressured Brines. The Geopressured Brines Task

Group is chaired by Thomas W. Stoy, Jr. of Union 0il Compamny
and co-chaired by Don C. Ward of the Department of Energy. The
group's first draft of their report is now receiving comments
from the Task Group itself and the Coordinating Subcommittee.
After revision, it will be sent to the Committee, probably in
January;' |

Past studies on this resource have presented varying

estimates of the resource base whereas the task group
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concentrated its efforts on examining reservolr and well per-
formance, well design, costs, and economics. They also studied
the recovery of hydraulic and geothermal energy - from the geo-
pressured brines. While there aré no long-term production data
on this resource, much is known about reservoir locations and
characteristics due to the thousands of wells that we have
drilled into or through geopressured brines in the Gulf Coast
area. DPreliminary reserve additions to the year 2000 at a

10 percent rate of return and under current technology are zero
at $2.50/Mcf, 0.1 Tcf at $5.00/Mct, and 0.6 Tcf at $9.00/Mct.
These projections include the cost of compression to 800 psi.
The gas compression adds about five percent to total capital
and cémsumes about one percent of the produced_gas.-

Tight Gas Reservoirs. The Tight Gas Reservoirs Task

Group is chaired by C. Ovid Baker of Mobil Research and
Development Corporation and co-chaired by Lucio D'Andrea of the
Department of Energy. The scope of this group's work 1s the
largest and most complex. It covers many different basins,
and each of the basins have unique geological and performance
characteristics. The Task Group plans to complete the first
draft of its report by February.

The group has identified 24 major tight gas basins
and plans to analyze the potenfial recovery from 10 of these
in detail. To date, very tentative_estimates On TeseTve

additions have beén calculated on 7 of the 10 basins. It was
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aésumed that only 25 percent of these potential reserve addi-
tions would be developed,by the year 2000, and this results in
an estimate of 15 Tcf at §2.50/Mcf, 20 Tcf at $5.00/Mcf, and |
25 Tcf at $9.00/Mcf at a 10 percent rate of return and uncer
conventional technology. These estimates include the fuel
cost of compression but not gathering systems costs, investment
costs of compressor statiomns, nor certain other operating
costs. These reserve addition estimates will most likely
increase significantly with the inclusion of the three addi-
tional basins and with further analyses and consideration of
the basins présently included.

Now, I would like to repeat the qualificétion I madé
on all four of these items- I've covered here. The‘data have
not been reviewed by the NPC and, as I have mentioned, are in
varying states of review by the task forces, the subcommittee
and committees, and they are not estimates of the NPC.

Mr. Chairman, this concludes the, progress repoTt of
the Committee on Unconventional Gas Sources.

CHAIRMAN MURPHY: Thank you, Mr. Nelson. Now, do we
understand, Mr. Nelson, that unlike the Refinery Flexibility
Interim Report you feel it inappropriate for the Council to
take action at this time?

MR. NELSQN: Yes, Sir, Mr. Chairman. I view this as
a progress report rather than an interim report.

CHAIRMAN MURPHY: Such being the case, the record
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there questions or comments to be addressed to Mr. Nelson?
Yes, Sir?

MR. HARTLEY: I'd like to ask Mr. Nelson, after
tax and cost of money now between 6 and 10 percent, how would
anyone start working on the problem here as you've described
hefg with a rate of return of 10 percent as the criteria? It
ceems to me that criteria would be at least 15 percent and
the price per thousand feet Dbe expressed 1n relation to that
15 percent rate of return.

MR. NELSON: Yes, Sir, Mr. Hartley, that 10 percent
is a real rate of return after tax.

MR. HARTLEY: - Yes, 1 understand that.

MR. NELSON: That's still real rate of return, not
nominal. In other words, inflation plus 10 percent. So we
would be looking at, if our inflation rate was 10, that would
indeed be looking at it at 20, 25, and 30 nominal rate of
return. We thought it was adequate, given the after tax and
fhe real, viewing it as a real rate.

CHAIRMAN MURPHYg Does the text make that clear,
Mr. Nelson?

MR. NELSON: Yes, it will.

CHAIRMAN MURPHY: Thank you.

MR. ' HARTLEY: It might also make 1t confusing to thsg

typical reader who isn't used to thinking of the rate of
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return in two pileces.

_MR. NELSON: That was one of our major problems
getting started on what were economic bases. We actually
1ifted those from the previous NPC report on enhanced recovery,
and felt that.they addressed the question adequately, so we did
indeed adopt them for this. But we will explain them
thoroughly in the text.

CHAIRMAN ‘MURPHY: Yes, Mr. Rosapepe?

MR. ROSAPEPE: Mr. Hartley's question could be an
overly monumental task to includé some bit of sensitivity data
as between this 10 and the 12 of 15?

MR. NELSON: Yes, Sir, that will be included in therej.

MR. ROSAPEPE: It will?

MR. NELSON: Yés, it will.

CHAIRMAN MURPHY: Thank you. Other advice or
comments? There being none, the report is accepted for interim
pufposes. Thank you for a job well done, Mr. Nelson.

Ladies and Gentlemen, that completes the considera-
tion of study matters requested by the Department of Energy.

We will now turn to administrative affairs and hear from the
Committee on Finance. Mr. Montague.

Report of the Finance Committee

MR. KENNETH E. MONTAGUE, Chairman:  Mr. Chairman,
your Finance Committee ' met yestefday-to review the financial

status of accounts and I'm pleased to re ort to you that
P P y
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the financial condition of the Council continues to be excel-
lent. At our meeting yesterday the Committee reviewed 1979
expenditures and considered a pr0po$ed budget for 1980 which
will provide funds to wrap up the Storage and Transportation
and Materials and Manpower studies presented to you-earlier
for approval.

The 1980 budget also inclﬁdes funds for completion
of the Refinery Flexibility and Uncqnventional Gas studies
plus funds which we believe to be adequate to undertake two
new studies if requested by the Secretary.

Based on this review, the Committee concluded that
a budget of §1,650,000 will be required to cover the Council's
operating costs for 1980. In keeping with our past practices,
letters with recommended contributions will not be sent until
May 6r June of 1980,

Mr. €Chairman, the Finance Committee recommends and
I move that the Council Membership approve an annual budget
for calendar year 1980 in the amount of $1,650,000.

CHAIRMAN MURPHY: 1Is there a second? .

MR. : Second.

CHAIRMAN MURPHY: The chair arrogates to irself forv
the first comment concerning the Committee recommendation. It
must be clear to the Council from the remarks of the Secretary
(of Energy) early on in this meeting that extensive additional

studies and supplements to studies already done may be

Acme Reporting Company

(202) 628-4888




10
11
12

13

14

15

16

17

18

19

69

reqﬁested._ The Vice Chairman and I met yesterday afternoon
with Dr. Davis and quite early this morning with Secretary
Duncan and they were somewhat more explicit in giving fore-
warning to the Council officers that they expect a job of

work to be done here and we may find that we will be engaged in
studies in mid-1980 that would require supplements to the
budget. I hope that such will not be the case, but I believe
that the memberé would agree that the Council is duty bound to
be responsive to requests of the government for help in some

of these very thorny matters facing our nation.

So this is a forewarning that it may be necessary to
follow up. If that is not necessary, it most likely would
arise from the hope thét future studieé would not require the
very extensive and -expensive work on the part. of certified
public accounting firms to aggregate and to classify.data.
Whether that is necessary will depend naturally on thernature
of the studies that may be requested.

Now.I will throw the budget open for general
discussion.

MR. . Mr. Chairman, it may be useful 1if

Mr. Montague would, purely €for the purpose of comparison,

state what the 1979 budget was. Most of us may have forgotten.

MR. MONTAGUE: The 1979 budget was approximately
$300,000 above this budget. This is not anticipating a great

deal less workload, but it does anticipate a great deal less
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outside consultation load. The split of that $1,950,000 was
roughly half staff and half outside. We're not projecting
that much ocutside this year. .But this is a matter, as the
Chairman just explained, that is somewhat beyond our control
at the moment.

CHAIRMAN MURPHY: Are there other questions?

MR. ELLER: Charles Eller. Does the policy prevent
us-from getting a windfall from the Department of Defense or
Department of Energy since they are going to be rather highly
endowed with a lot of windfall tax money? At least on a
50-50 basis. |

CHAIRMAN MURPHY: Put your application in writing.

MR. ELLER: You must remember, it's our money.

CHAIRMAN MURPHY: Well said. Other comments on the
budget? (None) Those who favor adoption of the budget, and
remember that your affirmative vote carries with it the implied
commitmen£ to support the budget--those who favor adoption of
the budget, let it be known by saying aye.

(Chorus of ayes.)

Opposed, no? (None)

(The budget adopted)

CHAIRMAN MURPHY: We have two matters of senior
staffing concerning the membership. It will be recalled that
when Ken Belieu retired as Executive Director, we asked

Carter Perkins to accept the Executive Directorship and
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promised him a relatively‘short tenure so that he could go
forward with his plans to retire to Florida. Carter has asked
that he be religved effective January 1, and with the concur-
rence of the Appointments Committee, I, as Chaifman, have
appointed Marshall Nichols who is well known to you to succeed
him as Executive Director.

Marshall is a graduate of Georgetown. He has been
eight years with the Council. He served .as Director of
Committee Operations, and most recently has been the Deputy
Executive Director.

TPis appointment has been made and I simply am con-
firming to you what has been distributed to you through normal
channels. I ask that each of these gentlemen stand and that
we thank M}. Perkins for a job well done. And we welcome
Mr. Nichois and make it plain to him that we expect a-fine
result from him. |

MR. PERKINS: - Mr. Chairman, may I thank you and the
chairmen and all the membefs of the Council for the experience
that I'Qe had.thié past-year. I'm deeply grateful to all of
you for this association. May the Council continue its signi-
ficant and substantial contributions for this nation's sake
for answers to its energy problems. Thank you.

CHAIRMAN MURPHY: Thank you very much. Is there fur-
ther business to come before this august body? Any comments

from the audience? There being none, this meeting is adjourned|

(WHEREUPON, at 11:05 a.m., the meeting adjourned.)
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